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Agenda

• It’s all about Grants
– Garden of Grants
– Grant Requirements
– Grant Cost Principles



Distribution of Federal Grants
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2006 US BUDGET - $2.6 TRILLION    GRANTS- $450 BILLION



Steep Rise in Federal Grants
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“Until now, the government has essentially relied on the honor system to 
police its grants.  The auditors who examine universities’ books are hired by 
the universities themselves.” WSJ 8/16/05



$$$$ #Programs

Department of Agriculture …………………………………… $25.7 68 
Department of Commerce ......................................   0.6 40
Department of Education ........................................ 40.1 124
Department of Energy .............................................   0.3       4
Department of Health and Human Services .....256.6    169
Department of Homeland Security……………………………. .9.1     32
Department of Housing and Urban Development .........34.8 31
Department of the Interior ........................................   4.1 66
Department of Justice ................................................  3.8 60
Department of Labor .................................................   7.1    22
Department of Transportation .................................... 46.8    20
Department of the Treasury .......................................   0.3      1
Department of Veterans Affairs ................................. 0.3     6
Environmental Protection Agency ................................ 3.8 44
Other agencies .........................................................    2.2     --

Total .....................................................................435.7 Billion

I’m DHHS, 
Hear me roar, 

RAA!!

FY 2006 Budgeted Grant Outlays toFY 2006 Budgeted Grant Outlays to
State & Local Governments by AgencyState & Local Governments by Agency



Medicaid           177.2
Highway Planning & Const. 35.8
TANF - HHS 19.2
Section 8 Housing Choice Vouchers 14.7
Title I –Education 12.3
Special Education to States 10.1
Head Start 6.8
National School Lunch Program 6.8
Foster Care 4.7
Nutrition Program for WIC 4.6

Total: $292.2 Billion

(IN(IN $ BILLION)$ BILLION)

2004  TOP 10 FEDERAL PROGRAMS2004  TOP 10 FEDERAL PROGRAMS



The Pyramid of Grant 
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Layers of Grant Requirements
• Statutes

– Authorizations: establish program, define purpose, 
prescribe eligibility standards and application process, set 
grant terms and conditions 

– Appropriations:  make fund available
• OMB Circulars – Government-wide guidance adopted by 

agencies in their regulations
• Public Policy Requirements (e.g., lobbying, drug-free 

workplace)
• Agency Program and Administrative Regulations
• Other Agency Guidance: policy manuals, award document 

T&C

OOH My head hurts!!



Program Statutes- EPA

• Public Law 106-74 – Oct.20,1999
• Sec. 408. None of the funds in this Act may be used, directly 

or through grants, to pay or to provide reimbursement for 
payment of the salary of a consultant (whether retained by 
the Federal Government or a grantee) at more than the daily 
equivalent of the rate paid for level IV of the Executive 
Schedule, unless specifically authorized by law. 



Program Authorization- DHHS

• P.L. 109-149, DHHS Appropriations, December 30, 2005
• Sec. 201. None of the funds in this Act for the National 

Institutes of Health, the Agency for Healthcare Research and 
Quality, and the Substance Abuse and Mental Health 
Services Administration shall be used to pay the salary of an 
individual, through a grant or other extramural mechanism, at 
a rate in excess of Executive Level I.





OMB Grants Management Circulars

• Cost Principles (Gilbert Tran)
– A-21- Colleges & Universities
– A-87- Governments
– A-122- Non-Profits

• Administrative Requirements (Beth Phillips)
– A-102- Governments
– A-110- Everyone Else

• Audit Requirements (Gilbert Tran)
– A-133- Everyone

• Compliance Supplement

What’s the LAW ?

$450 B



Relation to Other CircularsRelation to Other CircularsRelation to Other Circulars
Type of Institution Cost Principles Administrative

Requirements Audit

State/Local
Government

A-87 "Common Rule"  
A-102 A-133

Colleges & 
Universities

s

A-21 A-110 A-133

Hospitals & Care 
Facilities

Various, 45 CFR 
74 Various, A-110 Various, A-133

Other Non-Profits A-122 A-110 A-133

For Profit 
(commercial)

48CFR
Part 31 FAR FAR



General Principles
Composition of Total Costs

General PrinciplesGeneral Principles
Composition of Total CostsComposition of Total Costs

The total cost of any grant program is 
composed of the
ALLOWABLE DIRECT and 
ALLOCABLE INDIRECT COSTS less 
APPLICABLE CREDITS



Objectives of the CircularObjectives of the CircularObjectives of the Circular

• Provide guidelines for reimbursement requirements
• Provide uniform standards of allowability
• Provide uniform standards of allocation
• Does not supersede limitations imposed by law
• Simplify intergovernmental relations
• Encourage consistency in treatment of costs



Circular Basic Principles
• Provide guidelines on cost 

reimbursements of Federal awards
– Cost Allowability       
– Direct and indirect costs
– Allocation of indirect costs
– Provisions on specific items of costs

RAA!!



Cost Allowability
•• RReasonableeasonable: “incurred by a prudent person”, 

“necessary for the operation”
•• AAlllocablelocable: “benefits received”
•• AAllowablellowable: Circular, law, T&C, local reg.

I just can’t wait
to be …KING !!     



Selected Items of Cost                      Exhibit 1 (amended 6/04)

Selected Cost Item
OMB Circular A-87, Attachment B
State, Local, & Indian Tribal Gov’ts

OMB Circular A-21, Section J
Educational Institutions

OMB Circular A-122, Attachment 
B

Non-Profit Organizations

Advertising  and public 
relations costs

(1)  Allowable with restrictions (1)  Allowable with restrictions (1)-Allowable with restrictions

Advisory councils (2)-Allowable with restrictions
(2) Allowable with restrictions (2) Allowable with restrictions

Alcoholic beverages (3)-Unallowable (3)-Unallowable (3)-Unallowable

Alumni/ae activities Not specifically addressed (4)-Unallowable Not specifically addressed

Audit costs and related 
services

(4)-Allowable with restrictions and as 
addressed in OMB Circular A-133

(5)-Allowable with restrictions and
as addressed in OMB Circular A-133

(4)-Allowable with restrictions and
as addressed in OMB Circular A-

133

Bad debts (5)-Unallowable (6)-Unallowable (5)-Unallowable

Bonding costs (6)-Allowable with restrictions (7) Allowable with restrictions (6)-Allowable with restrictions

Compliance Supplement – Part 3B – Exhibit 1 Sample

http://www.whitehouse.gov/omb/grants/2004_cost_principles_exhibit.pdf



General Principles General Principles 
What’s Allocable?
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General Principles General Principles 
Direct vs. Indirect Costs

• The decision to treat a cost as either a direct cost or 
an indirect costs depends upon the treatment of that 
cost within the grantee's accounting system.

• Cost policy statements provide documentation on 
how the grantee treats costs within the accounting 
system.



General Principles General Principles 
Direct vs. Indirect Costs
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